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Textron’s Concept and Objectives 


Textron is founded on the principle of balanced diversification, designed on the one hand 
to afford protection against economic cycles and product obsolescence and on the other to 
provide a means for participating in new markets and new technologies. The key elements 
are balance and flexibility in a rapidly changing world. 


The primary goal is superior performance ona continuing basis. This includes above aver- 
age growth in earnings per share and in dividends. 


Textron seeks to be distinctive in its products and services: distinctive as to technology, 
design, service and value. Superior performance rests upon excellence and quality. 


Textron operations are conducted through a number of Divisions in five Groups — Aero- 
space, Consumer, Industrial, Metal Product and Creative Capital. Each Division carries on 
its business under its own well-known name with its own organization. Management phi- 
losophy is based on decentralization of day-to-day operations coupled with centralized 
coordination and control to assure overall standards and performance. 


There are three priorities: People development. Internal growth. Extending the Textron 
concept into new areas. 


Toachieve the goal of superior performance, the specific targets for the ten-year period end- 
ing in 1982 are: 


Sales expansion at an average compound rate of 8%, to $3.5 billion by 1982. 
Net income growth at an average compound rate of 10%, to $200 million by 1982. 


Earnings per share up at an average compound rate of 10%, to $6.00 by 1982. 


Highlights 1973 1972 
Restated for As Originally 
Pooling of Interests Reported 

Net sales. . . . . . . . . . . «  $1,858,402,000  — $1,678,422,000 —-$1,678,422,000 
(Lite e earOleeinec: = 51 fay SR ol om te oo ole 181,537,000 16157 73,000 147,141,000 
INCE aLE COMME ey eens meen chee.) Rae ake 100,837,000 88 623,000 82,141,000 
Eames permeates -. cee eles e $2.65 $2.30 $232 
Dividends declared pershare. ~ . 2 | 98 .93 93 


*Based on average shares outstanding during the year assuming full conversion of 
preferred stock and exercise of warrants and stock options. 


Employees 66,000 Plants 181 Securityholders 93,000 


Textron’s Ten-Year Pattern of Growth 


“In most ways, Textron is a true growth company...” Forbes, January 1, 1974 


Growth in sales 


1963 
$587 ,048,000 


1973 
$1,858,402,000 


+217% —ten years~ 
+12% per year* 


$2,000 


1963 


Growth in net income 


1963 $100 


$18 047,000 


1973 
$100,837,000 


+459% — ten years 
+19% per year* 


1963 


Growth in new products 
Research and development 


1963 $50 
$8,000,000 
1973 
$37,540,000 
+369% 
IL 


1963 1973 


Over 10 years, Textron’s own R&D has totaled $279 
million, equal to 23% of pretax profits. 


Growth in financial strength 


Working capital Current ratio 
1963 1963 
$105,229,000 2.1 tol 

1973 1973 
$464,006,000 2.2 to 1 
+341% 


$60 


0 
1963 


Dollars in charts in millions except amounts per share 


Growth in earnings per share 


1963 
$.77 


1973 
$2.65 


+244% — ten years 
+13% per year* 


$3.00 


0 


1963 1973 


Growth in dividends declared 


1963 $1.00 


$.35 


1973 
$.98 


+180% 


0 


1963 1973 


Growth in modernization 
Capital expenditures 


1963 $70 
$11,764,000 
1973 
$64,505,000 
+448% 
0 
1963 1973 


Over 10 years, capital expenditures have totaled $403 
million, equal to 137% of depreciation. 


Stock price 


1973 
Despite the record shown on this page, the 
price of Textron Common Stock has not con- 
sistently reflected the company’s growth. 


“Percentage increases per year are average compound annual rates. 


Note: Data is presented as originally reported in Textron Annual Reports. 
See page 14 for basis of number of shares and for data restated on poolings of interests basis. 


President’s Report 


The year 1973 was marked by contradictory 
forces. There was a world-wide boom. Expan- 
sion was restrained more by materials and 
capacity shortages than by demand. Inflation 
accelerated. Price controls were first relaxed 
then intensified. The international monetary 
system moved to floating rates. The dollar was 
first weak and then strong. The Vietnamese 
War ended for Americans. A new war flared in 
the Middle East. The oil boycott brought home 
the reality of basic energy shortages. The U.S. 
political scene was dominated by Watergate. 


Record Results 

In this environment, Textron, like many other 
companies, achieved new records. Sales were 
up 11% to $1.86 billion. Net income was up 
14% to $100.8 million. Earnings per share rose 
15% to $2.65. On 1 October the Textron divi- 
dend was raised for the tenth time in eleven 
years to a $1.00 annual rate. 


Once again Textron’s balanced diversification 
proved its merit. Performance was paced by 
exceptionally strong results in the Industrial 
and Metal Product Groups. While the Aero- 
space Group was off from 1972 as expected, its 
showing was particularly satisfying in view of 
the general softness in this industry. 


Consumer Group profits were down mainly 
because of two Divisions: Talon and Polaris. 
Talon suffered from a weak market. It also 
experienced skyrocketing material prices— up 
25% in a year — which under prevailing mar- 
ket conditions could not’be passed along. 
Polaris was adversely affected by the large 
industry carry-over of snowmobiles from the 


previous winter and by the current energy 
crisis. 

Most other Consumer Divisions did very well, 
and contributed to the overall! profit gain. 


hes Creative Capital Group appears tor tie 
first time in 1973. The Security Corporation, 
with its five casualty and property insurance 
subsidiaries, was acquired in July. Together 
with American Research and Development, 
acquired in 1972, and Textron Financial Cor- 
poration, it forms the new Group, which ac- 
counted for 7% of Textron’s 1973 net income. 


The Energy Situation 

The oil boycott in late 1973 brought public 
awareness of energy shortages. Well before the 
crisis Textron inaugurated a conservation pro- 
gram. In general, Textron companies are not 
energy intensive or dependent upon oil- 
derived raw materials, so it is not expected 
that operations will be materially curtailed. 


As to market effect, the consequences seem 
to balance out. A slowdown in some product 
lines is being offset by increased demands for 
others. 


Outlook for 1974 

Even before the energy crisis, the economy was 
beginning to slow. Now the consensus is for a 
recession in 1974, accompanied by substantial 
inflation. Despite this, Textron expects sales 
and profits to increase in 1974. 


How can this be done? Record backlogs in cap- 
ital goods and commercial helicopters, as well 
as good prospects in most Textron consumer 
lines, provide underlying strength in a weak 
economy. 

Beyond 1974, the outlook continues favorable 
for Textron to move forward toward its 1982 
goals outlined on page one. 


Avan 


15 February 1974 


Sales and Income by Product Group 


Dollars in millions 


Net Sales Pretax Income Net Income 

1973 1972 1973 1972* 1973 1972* 

Consumer $614.1 $557.4 $55.8 $69.2 $29.4 $36.1 
33% 33% 31% 43% 29% 41% 

Aerospace 499.0 505.9 40.8 47.9 23.4 Dien 
27% 30% 22% 29% 23% 31% 

Industrial 392.6 Ceo 38.4 19.6 21.1 10.3 
21% 20% 21% 12% 21% 11% 

Metal Product 352.7 27 38.2 16.0 20.3 8.5 
19% 17% 21% 10% 20% 10% 

Creative Capital a _ 8.3 BE Ih 6.6 6.5 
5% 6% 7% 7% 

Total Textron $1,858.4 $1,678.4 $181.5 $161.8 $100.8 $88.6 


* Restated for pooling of interests and reclassified to conform to 1973 presentation. 


Net Sales by Product Group Pretax Income by Product Group 
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Creative Capital Note; Data in charts is presented as originally reported in Textron Annual Reports. 
Consumer 

Aerospace 

Industrial 

Metal Product 


Engineering Advance Homelite’s Model 350 professional chain saw is designed to 


meet the especially rigid health and safety standards of international forestry. Three 
years in development, this new lightweight saw has the industry's most advanced vibra- 
tion-isolation system, an effective noise reducing muffler and greater fuel efficiency. The 


350, now in production, has a backlog of orders from overseas and the U. 5. 


o 
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Aerospace 

Sales and earnings of the Aerospace Group 
were down as projected. However, record com- 
mercial and export shipments of Bell heli- 
copters, representing nearly half of Bell’s vol- 
ume, were favorable factors in the Group’s 
performance. 


The bulk of Bell’s U.S. commercial helicopter 
sales now are for high priority needs such as 
transportation to offshore oil drilling locations 
and exploration of remote areas, including the 
North Slope of Alaska, as well as police and 
ambulance services. 


Deliveries under the largest export contract in 
Bell Helicopter history—a $500 million order 
for the Government of Iran—will begin in 1974. 
Bell has received supplemental contracts for 
training Iranian pilots and mechanics, provid- 
ing computer systems, operating overhaul fa- 
cilities and supplying spare parts. 


Bell Helicopter received two important U.S. 
military development contracts in 1973: 
$44.7 million for an advanced armed helicop- 
ter (AAH) as part of a two-company U.S. Army 
competition and $26.4 million for a joint 
NASA-Army tilt rotor research aircraft. 


Bell Aerospace continues its leadership in air 
cushion technology. One Bell Voyageur 45-ton 
heavy-haul ACV completed tests by the Cana- 
dian Government in the Northwest Territories; 
another performed cargo hauling and Canadian 
Coast Guard duties. Finishing touches are be- 
ing put on the prototype of a new commercial 
ACV, the 17-ton Viking. 


As part of a U.S. Navy program to develop a 
new high speed fleet, the Bell Aerospace 100-ton 
Surface Effect Ship, the SES-100B, has logged a 
top speed of 85 miles per hour in Navy tests. 
Bell Aerospace also has completed its prelimi- 
nary design in the competition for a 2,000-ton, 
destroyer-size Surface Effect Ship. 


Consumer 

Sales of the Consumer Group rose, but profits 
declined. The major portion of the earnings 
shortfall was accounted for by two Divisions — 
Talon and Polaris. 


Talon held its zipper industry position, aided 
by introduction of new products ~—including 
Channel Zip, a stronger nylon zipper for men’s 
trousers — but the zipper market declined 
overall, mainly because of style changes. 
Talon’s profit margins also suffered from se- 
vere raw material cost increases and stepped 
up industry competition limiting otherwise 
allowable price increases. In contrast to dis- 
appointing domestic results, Talon’s interna- 
tional sales and earnings rose. 


The domestic home sewing market continued 
soft, resulting in lower earnings for Talon’s 
Donahue Sales unit. 


The entire snowmobile industry, Polaris in- 
cluded, was hurt by the light snowfall in the 
winter of 1972-73, and the resulting large carry- 
over of machines to the spring of 1973. The 
same conditions have prevailed during the cur- 
rent winter, indicating another difficult year 
for the industry. 


Homelite, Speidel and Sheaffer had record sales 
and earnings in 1973. 


There was heightened acceptance of the new, 
seven-pound Homelite XL-2 chain saw by the 
occasional user market. The Model 350, first of 
a series of lightweight professional saws, expe- 
rienced high first year orders from the forestry 
industry, both domestic and foreign. 


Successful product evolution continued at 
Speidel with the Lady Romunda watchband — 
in metal but with the look of leather — provid- 
ing a companion piece to the popular men’s 
Romunda. 


Sheaffer had a record year in both its domestic 
and foreign operations. It was helped by a 
strengthened product line featuring high qual- 
ity writing instruments. 


Energy Search Support for offshore oil exploration is but one of the expanding uses 


for the Bell Helicopter Model 212. The helicopter's natural versatility is extended by the 
212's twin engine reliability and all weather flying capability. Since deliveries of the 212 


began in 1970, more than 350 ships have been sold. 
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Industrial 
The Industrial Group continued its solid re- 
covery in sales and profits. 


Fafnir, the Group’s top performer, was aided 
by an upsurge in the farm and off-the-road 
equipment, machine tool and aerospace indus- 


tries. Fafnir has emphasized high technology - 


in its product development, including bearing 
assemblies for computers and precision roller 
bearings for aerospace. New product sales ex- 
ceeded 1973 goals by 20%. 


Demand for Campbell, Wyant and Cannon 
castings, particularly for heavy trucks and off- 
the-road equipment, continues strong. CWC 
should benefit in 1974 from the $15.5 million 
modernization program nearing completion. 


Additional volume in automotive foam cush- 
ioning and tubular exhaust systems keyed 
substantial improvement by Burkart/ Randall. 
This helped offset a 13-week strike at the Cairo 
foam plant. 


Walker/ Parkersburg had another good year. In 
July the Division discontinued its small metal 
building business to permit concentration on 
its line of larger pre-engineered buildings. 


Metal Product 

All capital equipment and fastener systems 
Divisions were up considerably, both in sales 
and earnings. 


Bridgeport had a standout performance. Pro- 
duction was not able to keep up with orders for 
its standard vertical milling machine. Orders 
for the larger Series II, with or without numeri- 
cal controls, continued to grow. 


Waterbury Farrel’s shipments of heavy ma- 
chine tools rose substantially. At the same 
time backlog increased to two-and-one-half 
times 1972 levels. Production will start in 1974 
on contracts from Eastern European countries 
totaling approximately $70 million. 


Pittron reversed a pattern of operating losses 
and in the last six months of 1973 received a 
record flow of orders for heavy steel castings 
for the electric power generation industry. 


The engineered fastener Divisions moved 
ahead in sales and earnings, reflecting improved 
product mix and higher productivity and 
volume. 


Introduction of a line of powder-actuated tools 
and fasteners helped Bostitch expand its prod- 
uct line serving commercial building construc- 
tion. A new line of styled Bostitch office prod- 
ucts — the Bluemark index files— was unveiled. 


Camcear’s engineered fastening systems contin- 
ued to generate new uses. Sales of its propri- 
etary line of TORX fasteners increased 65%. 


Townsend fortified its product leadership in 
its largest markets — automotive, aerospace, in- 
dustrial construction and railroad equipment. 
Applications for its patented, vibration-resis- 
tant T-Rivet were extended. 


Creative Capital 

Acquisition of The Security Corporation fire 
and casualty insurance group continued expan- 
sion of the Textron concept into non-manufac- 
turing fields. 


This report gives results for a new Group— 
Creative Capital. In addition to Security, this 
Group includes American Research and Deyel- 
opment and Textron Financial Corporation. 


After the acquisition, Textron contributed an 
additional $5 million to Security’s capital to 
expand its insurance capacity and prepare a 
foundation for future growth. In November, 
Donald H. Garlock, a Senior Vice President of 
the Insurance Company of North America, 
was named President of Security, to succeed 
E. Clayton Gengras, who has retired. 


American Research and Development contin- 
ues its tradition of bringing together men and 
ideas and providing venture capital to build 


Rebirthofa Metal Gorham pewter has brought newlife toanold metal. Sleek natu- 


ral beauty, a sense of the past and easy care features appeal to traditional and contem- 
porary tastes alike. Response has been so great that Gorham has expanded the line to 


thirty-four pieces and is introducing pewter flatware in 1974. 
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new businesses. Among the investments added 
to the ARD portfolio in 1973 were: 

Scan-Tron Corporation, a producer of optical 
mark sensing equipment which automatically 
grades educational test forms. 


Telephonax, which makes a line of telephone - 


accessories, including an automatic answering 
and message recording device. 

Fusion Systems, Inc., a new company formed 
to produce a high intensity, ultra-violet source 
for applications in several fields, including fast- 
drying of inks for the wood finishing, metal 
coating and printing industries and chemical 
polymerizations for the plastics industry. 


Textron Financial, established in 1962 to ar- 
range financing or leasing of products made by 
Textron companies, at year end had more than 
$49 million in outstanding receivables. It plans 
to extend its services to the financing of 
products manufactured by companies outside 
Textron, 


International 

Textron’s international sales— by export from 
the U.S. and by non-U.S. manufacture —in- 
creased 37% in 1973, to $353 million. This rep- 
resented 19% of Textron’s total. 


Textron’s international volume has grown 
211% in five years. In 1968 international sales 
amounted to less than 7% of Textron’s total. 


Exports from the U.S. in 1973 totaled $181 mil- 
lion and sales of products manufactured out- 
side the U.S. were $172 million. 


Textron Atlantic sales, stimulated by new 
product introductions and the buoyancy of 
the European economy during most of 1973, 
increased from $81 million in 1972 to $107 
million. 


An 80% interest in Sofrembal S.A., a French 
company with annual sales of about $10 mil- 
lion, was purchased in October for cash on 
behalf of the Bostitch Division. Sofrembal has 
sold Bostitch fastening equipment in France 
for 25 years. It also manufactures a number of 
Bostitch fastener models for sale in Europe. 


Efforts to expand trade with Eastern Europe 
have been increasingly successful. This busi- 
ness can provide a balance for Textron’s capital 
goods companies against U.S. economic cycles. 
The approximately $70 million in orders 
booked by the Waterbury Farrel Division from 
Eastern Europe in 1973 included a silicon steel 
mill and a major copper and brass strip plant 
for Poland, a rolling mill for Yugoslavia and 
machinery to produce tractor clutch housings 
for the Soviet Union. 


In the Pacific a Japanese housing boom resulted 
in substantially increased sales of Bostitch-type 
pneumatic nailing equipment by the Max 
Company Ltd., a Japanese firm 50% owned by 
Textron. 


Energy 

Following a special study early in 1973, 
Textron inaugurated programs to deal with 
impending energy shortages. With the oil boy- 
cott in the Fall, energy conservation and man- 
agement efforts were intensified. 


So far the energy shortage has not adversely 
affected Textron’s production in any signifi- 
cant way. In general, Textron Divisions are 
not heavily dependent on energy for produc- 
tion processes or on petroleum-based raw 
materials. However, plants in Great Britain 
have been on a curtailed schedule because of 
cutbacks in coal production and limitations on 
electrical power. 


As to the effect on Textron’s markets, there 
have been offsetting factors. The slowdown in 
sales of automotive components and gasoline- 
powered recreational vehicles has been coun- 
terbalanced by increased demands for heli- 
copters to support oil exploration and devel- 
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New Role in Customer Service  Fafnir now offers customers an added dimension 
in products and service: precision bearing assemblies, custom-designed to meet the 
user's specific needs. Shown in right foreground, the new disc pack spindle assembly for the 
computer industry is an example. Sales of Fafnir computer assemblies are expected to 


more than double in 1974. 


i 
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opment, equipment for energy producers, and 
such special items as chain saws. 


Textron’s diversification over a wide range of 
markets, and its participation in insurance and 
financial businesses with low energy require- 
ments, should enable it to weather the short- 
age without serious consequences. 


The energy crisis may well be a blessing in dis- 
guise: alerting all of us to avoid waste and to 
act promptly and forcefully in assuring ade- 
quate supplies and equitable distribution 
worldwide. 


Performance Improvement 

Anticipating the present situation, the Perform- 
ance Improvement Program emphasis during 
the second half of 1973 was on conservation of 
energy, with significant results. There were 
hundreds of other divisional PIP projects, with 
potential for an estimated $38 million dollars 
annually in lower costs to offset cost creep and 
to help maintain and improve profitability. 


People Development 

People Development remains the top Textron 
priority. Some of the variety of opportuni- 
ties available to employees for self-improve- 
ment include expanded programs of in-house 
seminars and mini-courses, Division-sponsored 
courses at local colleges and classes conducted 
by outside organizations at company locations. 


In 1973, approximately 100 divisional execu- 
tives attended Textron Executive Develop- 
ment Programs conducted by faculty of the 
Harvard Business School. Another 200 divi- 
sional managers attended previous sessions. 
Nearly 100 of the graduates of these programs 
have already taken on new and greater respon- 
sibilities within the Company. 


Of 84 new officer appointments, 72 were pro- 
motions from within. Of these, 16 were inter- 
company transfers. 


Textron’s policy of equal employment opportu- 
nity continues to be stressed at every Division 
and location. According to the latest Textron 
report to the Equal Employment Opportunity 
Commission, the number of Textron’s minor- 
ity employees in the U.S. increased by 820, to 
12.2% of total Textron U.S. employment. The 
number of women increased 695, to 26.8%. For 
the comparable reporting period, total U.S. em- 
ployment increased by only 786. 


Internal Growth 
Asthe full-page pictures in this report illustrate, 


internal growth is accomplished in Textron by 
a variety of methods. The levels of spending for 
research and development and capital improve- 
ments indicate the company-wide effort for 
growth from within. 


Company-financed R&D increased to $38 
million, an amount equal to 21% of pretax 
profits. More than 2,700 Textron employees 
are engaged full time in company and cus- 
tomer-financed R & D. 


To continue upgrading facilities for efficient 
production, capital expenditures in 1973 
reached a record $65 million. Plant and equip- 
ment investments in the last five years totaled 
$234 million compared with $191 million in 
depreciation charges. 


Environmental Expenditures 

Over the years, Textron operations have 
had relatively few environmental problems. 
Capital expenditures included $1 million for 
pollution control in 1973. It is estimated that 
approximately $3 million will be spent in 1974. 


Charitable Contributions 

Contributions, directly or through the Textron 
Charitable Trust, in 1973 totaled over $750,000. 
They included assistance to United Funds, 
educational institutions, urban and minority 
agencies, and cultural activities. 
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Departure fromTradition Bostitch market studies pointed to rotary index files as 


a natural expansion of its office stapler product line. The new Bostitch Bluemark files, 
beautiful as well as functional, were created at the Bostitch research center. They are the 
first non-fastening products to bear the Bostitch name. In its introductory three months 


Bluemark sold nearly half its first year's projected sales total. 
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Financial Review 


Record Sales and Earnings 

Textron in 1973 achieved new highs in sales 
and earnings. Sales were $1.86 billion, an in- 
crease of 11% over 1972. Net income was up 
14%, to $100.8 million. Earnings per share 
were $2.65, an increase of 15%. 


Financial Position 

The company balance sheet continued to reflect 
a strong financial position. The ratio of current 
assets to current liabilities at year end was 2.2 
to 1, and long term debt constituted only 
25% of total capitalization. Long term debt 
increased during the year from $217 million to 
$226 million, principally as a result of the long 


Statistical Review 


(dollars in thousands except amounts per share) 


Operating Results (as originally reported) 
Net sales 

Depreciation and other non-cash charges 
Salaries, wages and employee benefits 
Income before income taxes 

Net income 

Net income per common share” 
Dividends declared per common share 
Average common shares outstanding” 


term portion of a $33 million Swiss bank loan, 
due half in 1974 and half in 1978. Net interest 
expense increased from $11 million in 1972 to 
$15 million in 1973 largely as a result of higher 
interest rates on new debt issues and on short 
term borrowing. 


Dividend Policy 

Textron’s long established policy is to pay cash 
dividends on Common Stock of at least 40% 
of established earnings per share, resulting 
in a steady increase in the dividend rate. 


The Common dividend was last increased on 
1 October from an annual rate of $.96 per share 
to $1.00. It was the 10th increase in 11 years. 


Financial Position at Year End (as originally reported) 


Working capital 

Net property, plant and equipment 
Total assets 

Long term debt 

Shareholders’ equity 

Book value per common share 
General Statistics (as originally reported) 
Capital expenditures 

Research and development expense 
Number of employees 

Number of securityholders 


Operating Results (restated to include poolings of interests) 


Net sales 
Net income 
Net income per common share” 


1973 1972 1971 1970 
$1,858,402 $1,678,422 $1,603,713 $1,611,851 
42,177 42,057 41,572 39,965 
731,901 642,000 603,000 609,000 
181,537 147,141 130,418 124,236 
100,837 82,141 71,818 66,736 
2.65 1 2.06 1.90 

98 93 90 90 
38,146,253 35,386,274 34,906,300 _—-35,209,688 
$464,006 $430,613 $367,312 $379,053 
260,552 242,962 239,365 242,647 
1,310,368 1,114,576 973,399 976,085 
225,561 217,100 151,569 183,952 
669,138 583,292 525,513 503,342 
15.122) 13.70° 12.05 11:29 
$64,505 $42,769 $36,746 $41,642 
37,540 36,403 33,068 35,647 
66,000 62,000 62,000 64,000 
93,000 88,000 87,000 86,000 
$1,858,402 $1,678,422 $1,603,713 ‘$1,611,851 
100,837 88,623 77,420 71,528 
2.65 2.30 2.03 1.86 


® Based on average shares outstanding during the year, adjusted for stock splits where applicable, 
and assuming full conversion of preferred stock and exercise of warrants and stock options. 
® After giving effect to the liquidation value of Textron’s $2.08 preferred stock 


and conversion of $1.40 preferred stock. 
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Financial Policy 

For many years Textron has consistently used 
conservative, realistic accounting policies in 
valuing assets and determining net income. 


Depreciation has been provided at the greatest 
amount allowable by the Internal Revenue 
DETVICe, 


All research and development expenses are 
charged off as incurred either as a direct ex- 
pense or against reserves for major programs 
provided out of income. 


The investment tax credit is applied as a reduc- 
tion of income taxes proportionately over the 
lite of the related assets rather than including 
the full amount in income currently. 


In 1973, for the first time unrealized gains from 
translation of foreign net current assets were 


material. Rather than including these gains, 
amounting to $5,539,000, in income, Textron 
elected to provide a reserve for possible future 
losses from foreign currency transactions. 


As in the past, where deemed appropriate, cer- 
tain inventories have been priced on a last-in, 
first-out (LIFO) basis resulting in lower values 
and savings of income taxes. At December 29, 
1973, these inventories were stated at 
$44,542,000 less than if valued on the usual 
first-in, first-out (FIFO) basis. This amount is 
$8,336,000 greater than at the end of 1972, and 
there was a corresponding reduction of 1973 
pretax income. 


Perhaps even more importantly, Textron has 
consistently provided for decreases in the 


1969 1968 1967 1966 1965 1964 
$1,682,171 $1,704,097 $1,445,985 $1,132,174 $850,957 $720,206 
38,335 87,712 28 104 19,744 15,919 13,200 
658,000 614,000 504,000 407,000 300,000 257,000 
151,672 152,900 117,136 84,713 58,889 44,085 
76,122 73,999 61,526 43,913 29,139 22,085 
2.14 2.10 00) 1.67 1 94. 

85 75 65 55 46 40 
35,650,355 35,299,938 30,715,114 26,750,942 24,401,080 24,465,056 
$324,256 $329,129 $253,988 $161,965 $129,454 $124,735 
232,963 218,693 169,887 123,219 88,746 78,129 
895,124 891,702 669,657 500,621 374,258 338,098 
135,238 145,586 67,384 59,500 45,590 57,911 
485,258 461,603 368,189 236,194 182,184 165,918 
10512 ae) 8.14” 9.44 8.13 7.54 
$48,623 $47,053 $41,160 $38,516 $22,320 $19,269 
35,095 32,526 21,800 19,400 17,400 10,000 
70,000 72,000 62,000 50,000 41,000 37,000 
87,000 83,000 75,000 55,000 55,000 55,000 
$1,682,171 $1,725,214 $1,590,157 $1,416,709 $1,134,947 $965,082 
78,296 77,948 76,818 67,518 55,899 43,257 
2002 1.98 1.97 1e78 1.42 1d 
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value of assets, possible losses on long-term 
contracts, or other losses as soon as these situa- 
tions were thought to exist. 


All of these policies tend to reduce current in- 
come but when applied consistently from year 
to year, give a conservative statement of 
Textron’s operating results. 


DISC Results 

The Domestic International Sales Corporation 
program was started by Textron in 1972. Since 
that time, this government sponsored program 
has provided additional inducement to in- 
crease exports. Textron’s export sales have 
grown approximately 60% over the last two 
years to a total of $181 million in 1973. The 
DISC incentive plan resulted in a reduction of 
$2.8 million in 1973 Federal income taxes. 


Phases III and IV 

Textron complied with the voluntary price 
guidelines under Phase III of the President’s 
Economic Stabilization Program. The subse- 
quent two month freeze on prices, followed by 
the more stringent regulations of Phase IV, 
made it impossible to increase prices to cover 
some cost increases and more difficult to pass 
other cost increases on to customers. This has 
placed pressure on profit margins in most 
Textron Divisions, but particularly in the Con- 
sumer Group and in Divisions producing long 
lead time capital items. 


Stock Repurchase Program 

With shareholder approval, 1,387,344 reac- 
quired shares of Common Stock were retired 
in 1973 as part of a program to offset the 1.8 
million shares issued in connection with the 
1972 acquisition of ARD. After completion of 
the Security acquisition in July 1973 Textron 
resumed the program to purchase the remain- 
ing shares, which will then be retired. 


In connection with the Security acquisition, 
3.2 million shares of Common Stock were 
issued. Textron will not purchase stock to off- 
set these shares. 
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Shareholder Investment Service 

More than 2,300 shareholders responded to the 
announcement in November of a new program 
to provide opportunity for purchase of Textron 
stock in the open market by reinvesting divi- 
dends and by periodic cash investments. The 
initial enrollment on 1 January resulted in first 
quarter investment of $100,000. 


Employees Stock Savings Plan 
Established in 1960, the Plan enables eligible 
employees to purchase Textron Common Stock 
through payroll deductions. Up to 10% of base 
salary may be contributed for purchase of 
Textron stock in the open market, with Textron 
adding an amount equal to one half the em- 
ployee’s contribution. 


At year end there were more than 13,000 par- 
ticipants. The plan held 3,413,938 shares, 
which is 11% of Textron’s total Common 
Stock outstanding. 


Corporate Advertising 

In 1973 approximately $700,000 was invested 
in corporate advertising, in addition to divi- 
sional product advertising. This continuing 
communications program aims to increase 
awareness and understanding of Textron. The 
theme of the campaign is the ability of Textron 
to grow internally through the innovative 
products and services of its Divisions. The 
advertisements have appeared in financial 
newspapers and business magazines. 


For Further Information on Textron, there will 
be available to shareholders a limited number 
of copies of the Textron 10-K report to the 
SEC, the annual report of American Research 
and Development and Textron’s Financial 
Data Book. 


These reports may be obtained by writing to 
Textron Corporate Relations Department, 40 
Westminster Street, Providence, R. I. 02903. 


Textron Inc. Consolidated Statement of Income 


Years Ended December 29, 1973 and December 30, 1972 


*Restated for pooling of interests. 
See notes to financial statements. 
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1973 1723 
Net sales . _ $1,858,402,000 $1,678,422,000 
Costs and expenses: 
Cost of sales . Dare ae 1,333,037,000 1,209,012,000 
Selling and administrative expense . 298,263,000 2.68 218,000 
Depreciation 40,895,000 38,826,000 
1,672,195,000 1,516,056,000 
186,207,000 162,366,000 
Equity in pretax income of companies not consolidated . 10,657,000 9,978,000 
Operating income 196,864,000 172,344,000 
Interest expense — net 15,327,000 10,571,000 
Income before income taxes . 181,537,000 161,773,000 
Provision for income taxes 80,700,000 73,150,000 
Net income. $100,837 ,000 $ 88,623,000 
Net income per common share** . $2.65 $2.30 
“Restated for pooling of interests and reclassified to conform to 1973 presentation. 
**Based on average shares outstanding during the year assuming full conversion of 
preferred stock and exercise of warrants and stock options. 
Textron Inc. Consolidated Statement of Retained Earnings 
Years Ended December 29, 1973 and December 30, 1972 
1973 19 7h 
Balance at beginning of year . $440,812,000 $397 ,169,000 
Net income. 100,837,000 88,623,000 
541,649,000 ~ 485,792,000. 
Cash dividends declared: Be rae s e 
Textron: 
$2,0S preferred stock. (2) 2 6,324,000 6,367,000 
$1.40 preferred dividend stock . 6,441,000 6,538,000 
Common stock ($.98 per share in 1973; 
$.93 per share in 1972) . 28,181,000 25,703,000 
40,946,000 38,608,000 
Pooled company prior to acquisition : 1,582,000 3,137,000 
42,528,000 41,745,000 
Stock dividend of pooled company prior to acquisition . — 2,221,000 
Charges resulting from issuance of treasury shares 
upon exercise of stock options and warrants . 683,000 1,014,000 
43,211,000 44,980,000 
Balance at end of year . . $498,438,000 $440,812,000 


Textron Inc. Consolidated Balance Sheet 


Assets 


December 29, 1973 


December 30, 1972* 


Current assets: 

Cash foes 

Marketable securities, at cost (which 
approximates market} 

Accounts receivable (less allowance for 
losses of $7,178,000 and $7,245,000) . 

Inventories, at lower of cost or market: 
Finished goods . 
Work in process (less progress payments of 

$78,181,000 and $64,677,000) . 

Raw materials and supplies . 


Future income tax benefits . 


Prepaid expenses . 


Total current assets . 


Investments in companies not consolidated, at equity . 


Investments of ARD, at cost . 
Property, plant and equipment, at cost: 
Land and buildings 


Machinery and equipment . 


Less accumulated depreciation 


Net property, plant and equipment 
Amount paid over value assigned to net assets 
of companies acquired, less amortization . 
Patents, at cost less amortization 
Other assets 


Total assets 


*Restated for pooling of interests. 


See notes to financial statements. 


$ 27,668,000 


13,474,000 


313,502,000 


159,114,000 


191,970,000 
99 550,000 


450,634,000 


41,000,000 
8,558,000 


854,836,000 


69,494,000 
43,531,000 


149,443,000 
464,721,000 


614,164,000 


353,612,000 


260,552,000 


50,585,000 
12,850,000 
18,520,000 


$1,310,368,000 


$ 30,234,000 


42,477,000 


255,366,000 


138,632,000 


155,729,000 
71,801,000 


366,162,000 


35,000,000 
6,527,000 


735,766,000 


55,914,000 
41,683,000 


131,827,000 
437,040,000 


568,867,000 


325,905,000 


242,962,000 


51,335,000 
12,516,000 
21,678,000 


$1,161,854,000 


Liabilities and Shareholders’ Equity 


Current liabilities: 
Notes payable . 
Accounts payable . 
Accrued expenses . 
Federal income taxes . 
Dividends payable A: 
Current maturities of long term debt . 


Other current liabilities . 


Total current liabilities 
Long term debt 


Other liabilities 


Shareholders’ equity: 
Capital stock: 


$2.08 cumulative convertible preferred, Series A 
(Liquidation value — $153,340,000) . 
$1.40 convertible preferred dividend, Series B. 


Common . 
Capital surplus . 


Retained earnings . 
Less treasury stock, at cost 


Total shareholders’ equity 
Total liabilities and shareholders’ equity 


1) 


December 29, 1973 


December 30, 1972* 


$ 39,261,000 $ 2,820,000 
93,165,000 72,349,000 
116,718,000 90,145,000 
61,524,000 61,281,000 
10,814,000 9,872,000 
1,026,000 3,745,000 
68,322,000 64,941,000 
390,830,000 305,153,000 
225,561,000 217,100,000 
24,839,000 17,031,000 
72,475,000 72,475,000 
57,082,000 57,084,000 
7,873,000 8,219,000 
76,704,000 121,413,000 
498,438,000 440,812,000 
712,572,000 700,003,000 
43,434,000 77,433,000 
669,138,000 622,570,000 
$1,310,368,000 — $1,161,854,000 


Textron Inc. Statement of Changes in Shares of Capital Stock 


Years Ended December 29, 1973 and December 30, 1972 


Shares issued (in thousands) 1973 1972* 
Preferred Preferred 
a Sieh a Common eee COMMON 
$2.08 $1.40 — stock $2.08 $1.40 Stock 
At beginning of year. 3,067 4,831 32,877 3,067 4,834 30,891 
Conversion of preferred stock — — — — (3) a 
Issued for company acquired . — — — — — 1,842 
Retirement of treasury shares . = — (1,387) sae =, Te 
Pooled company prior to acquisition: 
Stock dividends — — os ~ 124 
Exercise of stock options — — — — — 18 
At end of year. 3,067 4,831 31,490 3,067 4,831 32,877 
Treasury Shares (in thousands) 
At beginning of year . 19 : 199°>..27365 1 17 Les 
Purchases . 18 124 397 18 75 L257 
Issued in acquisition ae inne = cam ae (13) 
Held by company acquired — — — — a 44 
Exercise of stock options > = (55) —— (3) (29) 
Exercise of warrants . : = ae (7) = = (57) 
Retirement of treasury shares. eee La) a a i 
At end of year . 37. 323) 1313 19 199 2,365 
“Restated for pooling of interests - spe we Fane re eee ee 
Textron Inc. Consolidated Statement of Capital Surplus 
Years Ended December 29, 1973 and December 30, 1972 
1973 1972" 
Balance at beginning of year . $121,413,000 $ 61,535,000 
Additions: 
Capital in excess of par value of shares 
issued upon conversion of preferred stock . 1,000 32,000 
Capital surplus resulting from acquisitions . — 57,417,000 
Pooled company prior to acquisition: 
Stock dividends . — 2,,22.1,000 
Exercise of stock options . — 208,000 
~ 121,414,000 ~ 121,413,000 
Deductions: 
Charge resulting from retirement of treasury shares . d 44,710,000 — 
Balance at end of year . . $ 76,704,000 $121,413,000 


“Restated for pooling of interests. 
See notes to financial statements, 
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Textron Inc. Consolidated Statement of Changes in Financial Position 


Years Ended December 29, 1973 and December 30, 1972 


Other 


1972" 


1973 
Sources of working capital: 
Net income. $100,837,000 
Depreciation and eee non- eh piers 42,177,000 
Equity in net income of companies not onsolidareds (7,646,000) 
Total from operations 135,368,000 
Long term borrowings . : 20,696,000 
Common shares issued for ARD — 
Property, plant and equipment sold 8,049,000 
Proceeds from exercise of options and warrants 1,142,000 
10,548,000 
Uses of working capital : 
Additions to property, plant and equipment 64,505,000 
Dividends : 40,946,000 
Purchase of treasury shaves 12,826,000 
Purchase of treasury debentures . ' 7,869,000 
Investments in non-consolidated aaarene 7,772,000 
Reduction of long term debt . 3,653,000 
Purchase of businesses: 
Investments of ARD . =~ 
Other non-current items — net ; 2,991,000 
Increase (decrease) in ARD investments — net . 1,848,000 
142,410,000 
Increase in working capital during the year . 33,393,000 
Working capital at beginning of year 430,613,000 
Working capital at end of year . - $464,006,000 
Working capital changes - increase (decrease): 
Cash and marketable securities . $ (31,569,000) 
Accounts receivable . 58,136,000 
Inventories . ; 84,472,000 
Notes payable and current maturities 5 lone term hdc (33,722,000) 
Accounts payable, accrued expenses 
and dividends payable (48,331,000) 
Federal income taxes (243,000) 
4,650,000 


Other 


“Restated for pooling of interests. 
See notes to financial statements. 
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$33,393,000 


$ 88,623,000 
42,057,000 
(7,356,000) 

123,324,000 
95,680,000 
57,793,000 

8,505,000 
1,320,000 
(834,000] 


285,788,000 


42,769,000 
38,608,000 
43,904,000 

2,329,000 
10,751,000 
29,225,000 


46,241,000 
13,218 000 
(4,558,000) 

222,487,000 
63,301,000 
367,312,000 
$430,613,000 


$ 4,920,000 
38,025,000 
34,376,000 
(2,152,000] 


(15,090,000) 
6,284,000 
(3,062,000) 


$ 63,301,000 


Textron Inc. Notes to Financial Statements 


1. Accounting Policies 


Principles of Consolidation 

The accompanying consolidated financial 
statements include the accounts of Textron 
Inc. and all wholly-owned subsidiaries except 
for an insurance group and a finance company, 
and a fifty-percent-owned foreign operating 
company, all of which are accounted for on 
the equity basis. Intercompany balances and 
transactions of the consolidated subsidiaries 
are eliminated in preparing the consolidated 
statements. 


Translation of Foreign Currencies 
Current assets and liabilities of consolidated 
subsidiaries outside the United States are trans- 
lated into United States dollars at year-end 
rates of exchange. Long-term assets and long- 
term liabilities are translated at rates prevailing 
at dates when acquired or incurred. Income 
and expenses (other than depreciation) are 
translated at average rates prevailing during 
thre year. 


Net realized gains on foreign exchange during 
1973 in the amount of $1,491,000 have been 
included in income. Net unrealized gains of 
$5,539,000 were not credited to income in 1973 
but were used to establish a reserve for possi- 
ble future exchange losses. The reserve is in- 
cluded in other current liabilities. In prior 
years exchange gains and losses, which were 
not material, were included in income. 


Long term debt due in foreign currencies, if 
translated at rates in effect at December 29, 
1973, would have increased $2,196,000. 


Inventories 

Inventories aggregating $380,435,000 at De- 
cember 29, 1973 and $297 339,000 at December 
30, 1972 were valued at the lowest of cost (gen- 
erally first-in, first-out (FIFO) or average), re- 
placement market, or estimated realizable 
value after allowance for selling and adminis- 
trative expenses. The remaining inventories 
were valued at cost on the last-in, first-out 
(LIFO) basis (which was not in excess of mar- 
ket), and amounted to $70,199,000 and 
$68,823,000 at the respective dates. If such in- 
ventories had been valued on a FIFO basis they 
would have been higher than the LIFO basis by 
approximately $44,542,000 and $36,206,000 re- 
spectively. 

Property, Plant and Equipment 
Depreciation is provided at annual rates based 
on the estimated useful lives of the assets. 
Depreciation on additions of new property, 
plant and equipment is computed generally 
using accelerated methods. Depreciation cal- 
culated on this basis in 1973 amounted to 


$28 185,000 while the balance was calculated 
generally on the straight-line basis. Leasehold 
improvements are being written off over the 
period of the leases. 


Amount Paid Over Value Assigned to 
Net Assets of Companies Acquired 

This amount is being amortized on the straight- 
line method over 10 to 40 years. 


Patents 


Patents are amortized on the straight-line 
method over the period to expiration. 


Government Contracts 

Contracts currently in progress include firm 
fixed price, fixed price target incentive, cost 
plus fixed fee, cost plus incentive fee and cost 
plus award fee. Sales are recorded for firm fixed 
price and fixed price target incentive contracts 
as deliveries are made. Sales are recorded on 
cost plus contracts as work is performed and 
billed. Costs are accumulated by contract or 
groups of similar contracts and charged to cost 
of sales at rates based on periodic reviews of 
the relationship between the total estimated 
costs and sales. Provisions are made for pro- 
spective losses and anticipated cost overruns 
as the facts become known. 


Research and Development 

These expenses are charged directly to income 
or to the provisions for product development 
and are not deferred. In the Aerospace product 
group,new models and model changes involv- 
ing substantial expenditures are frequently re- 
quired, although not at a constant rate. Since 
these expenditures are necessary for continu- 
ance of the business, provisions for product 
development are charged to current income. 
Thus current business, which benefits from de- 
velopment expenditures made in prior periods, 
is charged for the cost of maintaining capa- 
bility in these special product areas. 


Income Taxes 

Taxes are provided on the basis of income be- 
fore income taxes regardless of the period in 
which items are reported for taxes. The princi- 
pal differences between such provisions and 
taxes paid relate to those items which have 
been deducted from income but are not yet 
available as tax deductions, including provi- 
sions made for product development, possible 
adjustments or losses on contracts, self-insur- 
ance and litigation. As a result, taxes paid have 
exceeded the amounts charged to income, with 
the excess shown as future income tax benefits 
in the balance sheet. 


Investment credits are included in income 
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over the average useful lives of the assets pur- 
chased or leased. 


Details of the provision for income taxes are: 


1973 1972 

Federal: 
Current $72,442,000 $61,017,000 
Future benefits. (5,000,000) = 3,000,000 
67,442,000 64,017,000 
State 6,800,000 5,528 000 
Foreign 6,458,000 3,605,000 
Total $80,700,000 $73,150,000 


Total income tax expense was $6,437,000 and 
$4,501,000 less in 1973 and 1972, respectively, 
than the amount computed by applying the 
Federal income tax rate of 48% to income be- 
fore income taxes. This condition was caused 
primarily by (1) the use of DISC corporations 
to lower taxes on exports ($2,826,000 in 1973 
and $2,138,000 in 1972), (2) the amortization 
of investment tax credits ($1,585,000 in 1973 
and $1,540,000 in 1972), (3) the 85% dividends 
received exclusion and tax exempt interest on 
bonds ($1,556,000 in 1973 and $1,317,000 in 
1972), (4) the application of capital gains rates 
to net capital gains ($1,321,000 in 1973 and 
$490,000 in 1972), offset by (5) the impact of 
state income taxes, net of the related Federal 
income tax benefit, and lower foreign tax rates 
($1,878,000 in 1973 and $2,793,000 in 1972). 


Pension Costs 

Textron has a number of pension plans cover- 
ing 95% of its employees. The policy is to 
fund pension costs accrued. The total pension 
expense charged to income was approximately 
$23,000,000 and $20,000,000 in 1973 and 1972, 
respectively, which included amortization of 
unfunded prior service costs over periods rang- 
ing from 10 to 40 years. The unfunded past 
service costs were estimated at $119,000,000 
at December 29, 1973. At that date the total of 
amounts funded with Trustees and accrued for 
all the plans exceeded Textron’s actuarially 
determined liability for vested benefits. 


Leases 

As a general policy, Textron limits leasing to 
automobiles and trucks, data processing equip- 
ment, and occasionally land and buildings. 
Rental expense amounted to $18,728,000 in 
1973 and $17,413,000 im’ 1972, 


Minimum rentals under noncancelable leases 
for future years are as follows: 


1974 $8,042,000 
iTS 6,690,000 
1976 5,369,000 
1977 4,444 000 
1978 : 3,802,000 
1979 to expiration . 15,435,000 

$43,782,000 


2. Mergers and Acquisitions 


On July 6, 1973 The Security Corporation, the 
parent of five casualty insurance companies 
(see note 7), was merged into a wholly-owned 
Textron subsidiary. Textron issued 3,228,080 
shares of common stock in exchange for all of 
the shares of Security common stock outstand- 
ing. This transaction was accounted for as a 
pooling of interests and accordingly, the con- 
solidated financial statements for 1972 have 
been restated to include the investment in and 
earnings of Security, which is carried on an 
equity basis. Net income of Security included 
in the consolidated statement of income was 
$6,144,000 in 1973 ($3,074,000 for 6 months 
ended June 30, 1973) and $6,482,000 in 1972. 
Unrealized net gains on investments, net of 
applicable deferred federal income taxes, aggre- 
gating $3,008,000 at December 29, 1973 and 
$10,723,000 at December 30, 1972 which are 
included in Security’s retained earnings have 
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been eliminated in recording Textron’s equity 
in Security. 

During 1973 Textron purchased two other 
companies for $4,907,000. 

On May 18, 1972 American Research and 
Development Corporation was merged into 
Textron. In conjunction with the merger, 
which was accounted for asa purchase, Textron 
issued 1,842,000 shares of its common stock, 
which was recorded at $57,793,000, the approx- 
imate market value. 

During 1972, Textron also purchased four other 
companies for $20,869,000 and 13,296 shares of 
treasury common stock valued at $432,000. 
Operating results of all of the companies pur- 
chased have been included in the consolidated 
statement of income from the dates of acquisi- 
tion. Inclusion of the operating results of these 
companies on a pro-forma basis for the full 
year would not have materially affected the net 
sales or net income for either year. 


3. Long Term Debt 


Exclusive of amounts due within one year, this debt consisted of: 


December 29, 1973 December 30, 1972 


8.60% Notes due 1975. 


7¥%s% Eurodollar Sinking Fund | Debentures due 1987 


7V2% Sinking Fund Debentures due 1997 . 

634% Swiss Franc Notes due 1978 . . 

63%4% Dutch Guilder Notes due 1976 to 1979 . 

6% Convertible Notes due 1982 . . 

5% % Sinking Fund Debentures due 1992 . 
5% Subordinated Debentures due 1984 . 

Other notes (4% to 8%4%) . 


Sinking fund requirements for the debentures 
are: 794% Debentures—$1,200,000, annually 
1978-1981 and increasing amounts thereafter; 
72% Debentures—$2,500,000, annually 1978- 
1996; 5% % Debentures—$2,250,000, annually 
1978-1991; 5% Debentures—$100,000 and pro- 
ceeds from warrants quarterly. 


The indentures relating to the 5% and 57% 
Debentures contain restrictions on payment of 


$50,000,000 $ 50,000,000 
30,000,000 30,000,000 
50,000,000 50,000,000 
16,474,000 = 

9,285,000 9,285,000 
6,250,000 6,250,000 
38,502,000 47,120,000 
6,528,000 7,649,000 
18,522,000 16,796,000 
$225,561,000 $217,100,000 


cash dividends and the acquisition of treasury 
stock. Under the most restrictive of these pro- 
visions, none of the retained earnings were re- 
stricted at December 29, 1973 or at December 
SOP UL OR, 


At December 29, 1973 the amount of long term 
debt payable in 1975 is $57,382,000; in 1976, 
$4,305,000; in 1977, $4,890,000; and in 1978, 
$23,539,000. 


4. Capital Stock 


Authorized capital stock consists of 15,000,000 
no par shares of preferred stock issuable in 
series and 75,000,000 shares of common stock, 
25¢ par value. 


Each share of the $2.08 preferred stock ($23.63 
approximate stated value) is convertible into 
1.1 shares of common stock and redeemable by 
the Company at prices ranging from $55 in 
1974 to $50 in 1978 and thereafter. The $2.08 
preferred stock may be redeemed only in its 
entirety through 1977 and thereafter in any 
amount. In the event of involuntary liquida- 
tion, the stock is entitled to $50 per share and 


accrued dividends. In the event of voluntary 
liquidation, each share is entitled to an amount 
equal to the prevailing redemption price. 


Each share of $1.40 preferred dividend stock 
($11.82 approximate stated value) is convert- 
ible into .9 share of common stock and starting 
in 1974 is redeemable at $45 per share. In the 
event of liquidation, holders of each share of 
$1.40 preferred dividend stock would receive 
accrued dividends and thereafter share ratably 
on a converted basis with holders of common 
stock, subject to prior rights of the $2.08 pre- 
ferred stock. 


Shares of common stock were reserved for conversion of preferred stock and notes and exercise of 
warrants and options at December 29, 1973 as follows: 


$2.08 Cumulative Convertible Preferred Stock, Series A 
$1.40 Convertible Preferred Dividend Stock, Series B (preferred only a as to dividends} 


Conversion of 6% Convertible Notes. 


Warrants (exercisable at $8.75 per share until May L, 1974 with $1. 25. price increases 
each five years thereafter until expiration in 1984] ee ae 


Options granted to employees . 


3,373,483 
4,348 016 
160,000 


241,780 
875,016 


8,998,295 


5. Stock Options 


Under the Stock Option Plan approved by 
stockholders in 1969, options for a maximum 
of 1,000,000 shares of common stock may be 
issued at prices not less than the fair market 
value at the date of grant. Options cannot be 
exercised for a period of 24 months after grant 
and may be made exercisable thereafter in cu- 
mulative installments of not more than 35% in 
each of the third and fourth years of the option 
and the balance in the fifth year. No option 
may be exercised later than five years from the 
date of grant. 


At December 29, 1973 options for 310,965 


shares of common stock were exercisable and 
149,875 shares (408,675 shares at December 30, 
1972) of common stock were available for the 
granting of future options. 


Upon acquisition of The Security Corporation, 
Textron substituted options on shares of its 
stock for the outstanding options of Security. 
In 1973, options for 50,403 shares were exer- 
cised at prices ranging from $10.00 to $20.63. 
Options for 61,556 shares of common stock at 
prices ranging from $13.00 to $19.00 were out- 
standing at December 29, 1973. At that date all 
of these options were exercisable. 


A summary of shares subject to options under the Textron Plan during 1972 


and 1973 is shown below: 


Balance—January 1, 1972 
Add: Options granted 
Deduct: 

Options exercised 
Options cancelled 
Balance— December 30, 1972 
Add: Options granted 

Deduct: 
Options exercised 
Options cancelled 


Balance— December 29, 1973 


Price per Share Shares 
$21.00 to $31.75 Dolla 
2.01 to 35.69 36,950 
2NOO tO 1 ei5 29,000 
Deo ton ole) 29°710 
21.00 to 35.69 559,015 
18:25 to’ 26.25 312,950 
23:02. to 24.25 4,855 
13:25 to, 32.31 54,150 
$18.25 to $35.69 813,460 


6. American Research and Development 


Investments of Textron’s American Research 
and Development Division are carried at cost. 
In the case of those investments held by ARD 
at the date of acquisition by Textron (see note 2), 
such cost represents the allocated portion of 
the purchase price paid by Textron. The cost 


Portfolio costs, values and income are as follows: 


method is utilized in recognition of the nature 
of the investments which are in venture capital 
businesses, over which Textron does not seek 
control. Consequently, portfolio income is rec- 
ognized only to the extent of dividends and 
interest received and gain or loss upon disposi- 
tion of investments. 


Portfolio cost: 


Balance at December 30, 1972 and Maye 18, 1972). 


Investment Bodious 
Investment reductions . 


Balance at end of year. 


Portfolio value at end of year (as ere bby management 


based on market prices where available) 


Portfolio income: 


Dividends and interest 
Realized gains 
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1973 1972 
$41,683,000 $46,241,000 
2,997,000 490,000 
. (1,149,000) (5,048,000) 
$43,531,000 $41,683,000 
$44,570,000 $48 549, 000 

May 18 to 

1973 December 30, 1972 
$426,000 $300,000 
314,000 114,000 
$740,000 $414,000 


7. The Security Corporation Financial Statements 


Condensed consolidated financial statements for The Security Corporation, the parent of five 
casualty insurance companies (see note 2), for the years ended December 31, 1973 and 1972, are as 


follows: 


Condensed Consolidated Statement of Income 


Premiums earned 

Losses and loss expenses . 
Underwriting expenses 

Underwriting gain (loss) . 

Net investment income . ewe, 
Operating income before income taxes . 


Income taxes. 


Income before realized investment gains . 


1973 


Net realized investment gains net of income taxes . 


Net income 


Condensed Consolidated Balance Sheet 


Cash 
Investments . 


Premiums receivable 
Deferred acquisition costs 


Other assets . 


Unearned premiums . 

Losses and loss expenses . 
Deferred federal income taxes . 
Other liabilities . 


Stockholder’s equity 


Condensed Consolidated Statement of Changes in Financial Position 


1972 


$ 79,084,000 
(54,913,000) 
(27,662,000) 

(3,491,000) 
7,848,000 
4,357,000 

551,000 
3,806,000 
2,338,000 

$ 6,144,000 


December 31, 1973 


$ 87,653,000 
(57,229,000) 
(29,956,000) 

468,000 
7,466,000 
7,934,000 
2,306,000 
5,628,000 

854,000 

$ 6,482,000 


December 31, 1972 


Funds provided: 
Net income 


Non-cash charges (credits): 
Change in: 
Losses and loss expenses 
Premiums receivable 
Unearned premiums 
Deferred acquisition costs . 
Deferred income taxes . 
Other, net 
Less realized (g ains| on sale of 
investments net of applicable tax 
Total from (used in) operations . 


$ 1,802,000 
132,467,000 
13,284,000 
9,418,000 
19,630,000 

$ 176,601,000 
$ 38,357,000 
70,575,000 
5,813,000 
10,016,000 
124,761,000 
51,840,000 

$ 176,601,000 


1973 


Proceeds from sale of investments net of applicable tax 


Capital contribution — Textron Inc. 


Funds used: 


Purchase of investments . 


Dividends . 


Advances to ARC once 
Other — net 


Net decrease in cash . 
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$ 5,080,000 
136,984,000 
14,515,000 
9,547,000 
17,329,000 
$183,455,000 
$ 39,070,000 
73,178,000 
9,080,000 
12,126,000 
133,454,000 
50,001,000 
$183,455,000 


1972 


$ 6,144,000 


(2,603,000) 
1,231,000 
(713,000) 
129,000 
85,000 
24,000 


(2,338,000) 
1,959,000 
15,109,000 

~ 5,000,000 
~ 22,068,000 
19,600,000 
1,582,000 
2,107,000 
2,057,000 

~ 25,346,000 
$ 3,278,000 


$ 6,482,000 


(5,548,000] 
1,846,000 

(5,748,000] 
1,175,000 

2,306,000 

(33,000} 


(854,000) 
(374,000) 
18,852,000 


18,478,000 
17,969,000 
3,101,000 
1,219,000 
(368,000) 
21,921,000 

$ 3,443,000 


Accounting Policies for The Security Corporation 


The financial statements have been prepared taxes incurred at policy issuance, are deferred 
on the basis of generally accepted accounting and amortized over the period of premium rec- 
principles for casualty insurance companies. ognition. These costs are deducted as incurred 
Significant accounting policies are as follows: for federal income tax purposes and deferred 
Tavecentente income taxes are provided. 

Bonds eligible for amortization are stated at Losses and Loss Expenses 

amortized cost. All other bonds and stocks are Unpaid losses and loss expenses are estimates 
carried at values adopted by the National Asso- of losses on individual cases which have been 
ciation of Insurance Commissioners which reported to the Company and estimates of 
approximate year-end market value. Realized losses on cases which have occurred, but have 
gains and losses on sales of investments are re- not been reported to the Company. 


flected in the income statement net of appli- 
cable income taxes. Unrealized gains and 
losses are reflected in retained earnings, net of 
applicable deferred income taxes. 


Federal Income Taxes 

Security is included in Textron’s consolidated 
Federal income tax return. Taxes on Secur- 
ity’s earnings are calculated as if Security were 


Premium Income a separate entity. Effective income tax rates 
Premiums written are earned on a monthly differ from statutory rates primarily due to the 
prorata basis over the policy lives. Acquisition 85% dividends received exclusion and the tax 
costs, principally commissions and premium exempt interest on certain bonds. 


Report of Certified Public Accourntants 


ARTHUR YOUNG & COMPANY 


The Board of Directors and Shareholders 277 Park Avenue 
Textron Inc. New York, N. Y. 10017 


We have examined the accompanying consolidated balance sheet of Textron Inc. at December 
29,1973 and December 30, 1972 and the related consolidated statements of income, retained earn- 
ings, capital surplus, changes in shares of capital stock and changes in financial position for the 
years then ended. Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position 
of Textron Inc. at December 29, 1973 and December 30, 1972 and the consolidated results of oper- 
ations and changes in financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis during the period. 


February 12, 1974 ee eae Cae: 


Transfer Agent and Registrar 

Common and Preferred Stocks: 

Rhode Island Hospital Trust National Bank 
Providence, Rhode Island 02903 


oi, 


Textron Companies, Products and Activities 


Aerospace 


Bell Aerospace 
William G. Gisel, President 
sile and spacecraft propulsion systems, rocket propel- 


Rocket engines, mis- 


lant tanks, air cushion vehicles, surface effect ships, 
aircraft landing systems, inertial instruments, fire 
control systems, air cushion landing gear. 
Dalmo Victor 

John H. Pamperin, President Electro-magnetic de- 
fense systems, aerospace antennas, electro-optics; 
Oregon Technical Products, rail and transit products, 
electro-mechanical aircraft accessories. 

Bell Helicopter 
James F. Atkins, President Military and commer- 
cial helicopters and vertical lift aircraft, systems 
integration. 

Electronic Research Company 
H. M. Danzig, President 
ponents, digital and temperature instruments and 
controls. 


Frequency and time com- 


Hydraulic Research and Manufacturing 
Samuel X. Garcia, President Electro-hydraulic servo- 
valves, propellant valves, servo control systems, fuel 
system control valves and measurement, pressure 
regulators and vessels, fire suppression systems, filter 
elements and assemblies for hydraulic, fuel and air 
systems. 

Spectrolab/ Heliotek 
John W. Yerkes, President Solar energy products, 
including solar cell assemblies for space and ground 
applications and sun simulators; searchlights and in- 
strumentation, batteries, and remote power systems. 


Consumer 


Eaton Paper 
Burton S. Massie, President Social stationery, gift 
accessories, At-A-Glance personal record and appoint- 
ment books, calendars, Berkshire typewriter paper, 
Correcto Fluid and Correcto Tapes; Camp, packaged 
stationery and school supplies; Ellingsworth, Duo- 
Tang report folders. 

Gorham 
Walter J. Robbie, President Sterling silver and stain- 
less steel flatware, sterling and silver plated hollo- 
ware, pewter, giftware, fine china and crystal, bronze 
memorials. 

Hall Mack 
G. William Harrison, President Decorative bath 
accessories for homes and apartments, safety hard- 
ware for hospitals, institutions and public buildings. 
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Homelite 
Robert P. Straetz, President 
generators, lawn and garden equipment, portable 


Chain saws, pumps, 


space heaters; Terry Industries (Canada), chain saws, 
pumps, generators, lawn and garden equipment. 

Maico 
John J. Kojis, President Electronic hearing aids, 
audiometers. 

Polaris 
Beverly F. Dolan, President Snowmobiles and acces- 
sories; E-Z-Go, golf cars. 

Sheaffer Pen 
Louis S. Bishop, President Writing instruments, 
desk sets, writing instrument accessories. 

Shuron Continental 
Robert H. Weeks, President 
optical machinery. 

Speidel 
Robert S. Kennedy, President Watchbands, identi- 
fication bracelets, jewelry chain, British Sterling 
men’s toiletries. 


Eyeglass frames, lenses, 


Talon 
Herbert C. Graves, President Filament and metal 
zippers, thread, tape, braid, lace, trim, and sewing 
notions; RiRi (Europe), AeroZipp (Europe), Aero 
Slide (Australia), zippers; Lightning (Canada), zip- 
pers, thread, buttons; Universal, buttons, snap fas- 
teners, hooks and eyes. 

Donahue Sales 

A. J. Donahue, President Distributor of Talon zip- 
pers, thread, tapes and braids and related home sew- 
ing products to retail notions trade. 

Valentine Holdings (Australia) 
Michael J. Eyres, Managing Director Greeting cards 
and social communication products, security and 
color printing, business forms, computer and photo- 
typesetting services. 

Welsh 
Glenford M. Shibley, President Personal safety 
products and equipment, including eye, hearing, res- 
piratory and head protection, first aid kits and sound 
level and gas detection instruments. 

Wernicke (Germany) 
Dr. Hans-Joachim Strunck, Chairman Special opti- 
cal equipment for lens preparation. 


Metal Product 


Adcock-Shipley (United Kingdom) 
Arthur Aldridge, Managing Director Horizontal 
and vertical milling machines, plastic components. 

Bostitch 
M. Claude Schuler, Chairman 
Gerald H. Keltz, President Office and home stapling 
products and index card files, industrial staplers and 
staples, industrial pneumatic and automatic fasten- 
ing equipment, corrugated container manufacturing 
and closing machinery. 

Bridgeport Machines 
France Q. Wilson, President Vertical milling ma- 
chines, grinders, Truce-Trace electronic and hydraulic 
machine tool control systems; Bridgeport Controls, 
numerical control systems for machine tools. 

Camcear 
Ray H. Carlson, President Raycarl cold headed 
metal parts, proprietary and special fasteners for 
aerospace, automotive and appliance industries. 

Max (Japan—50% owned) 
Chikara Hiruta, President Office, home and indus- 
trial staplers and staples, pneumatic nailers and sta- 
plers, wire stitchers, drafting machines and tables, 
agricultural binding equipment. 

Pittron 
George V. Hager, President Carbon high alloy and 
large stainless steel castings. 

Townsend 
Harold C. Kornman, President Fastening systems, 
special fasteners, and cold formed metal parts for 
aerospace, automotive, appliance, railroad and con- 
struction industries, installation tools and automatic 
fastening machines. 

Waterbury Farrel 
Stanley G. Fisher, President Waterbury cold head- 
ing machines and presses, Sendzimir and other rolling 
mills, Cleveland hobbing machines, Thompson pre- 
cision surface grinders; Jones & Lamson, numerical 
control, automatic and other turret lathes, cylindrical 
and thread grinders, optical comparators. 


Industrial 


Burkart/ Randall 
Lawrence T. Hickey, President Burkart, polyure- 
thane foam, natural and synthetic fiber cushioning 
and insulating materials; Randall, automobile, truck 
and appliance trim (metal and plastic), automobile 
body accessory parts, tubular products, molded plas- 
tic products. 

Campbell, Wyant and Cannon 
Richard L. Lindland, President Grey, alloyed and 
ductile iron castings for engine blocks, cylinder heads, 
camshafts, gears, manifolds, housings and other parts; 
Paramount, zinc, aluminum and magnesium die cast 
parts. 

Fafnir 
Franklin S. Atwater, President Precision ball, roller 
and sliding bearings and bearing assemblies for orig- 
inal equipment and the replacement market, empha- 
sizing aerospace, business machine, construction, 
farm equipment and machine tool industries. 

Spencer Kellogg 
George A. O’Hare, President Chemical products, 
including synthetic resins, linseed oil and other oil- 
seed products; Patterson-Sargent, BPS, Vita-Var and 
Allied paints and varnishes. 

Sprague Meter 
William A. Haist, Jr., President Gas meters and 
regulators, acetylene and liquid propane gas cylin- 
ders and related hardware, pipe clamps, repair clamps 
and service fittings for gas and water utilities. 

Walker/ Parkersburg 
Walter E. Ausenheimer, Chairman 
Thomas J. Sullivan, President Electrical raceway 
systems, pre-engineered metal buildings. 


Creative Capital 


American Research and Development 
Georges F. Doriot, Chairman 
Charles J. Coulter, President 
and developing enterprises stressing advanced prod- 
ucts and proprietary ideas, including data sciences, 


Investments in new 


environmental sciences, medical and health sciences, 
consumer products and services, advanced technol- 
ogy and innovative products. 
The Security Corporation 
Donald H. Garlock, President Fire and casualty in- 
surance, including automobile, homeowners’, fire, 
casualty, workmen’s compensation, group accident 
and health, and ocean and inland marine insurance. 
Textron Financial Corporation 
Gordon A. Clarke, Vice President Sales financing 
of Textron and other products. 


Textron Inc. Providence, Rhode Island 02903 


